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COMMERCE FOR MEPD 

E.O. 11652: N/A 
TAGS: BEXP, BFOL, YO 

SUBJECT: MAJOR PROJECTS: KOPER REFINERY 

REF: A. STATE 168906; B. ZAGREB 0423 C. TRIPOLI 0875 

SUMMARY: LATEST INFORMATION INDICATES KOPER NOW DEFINITELY 
HOPES BUILD 8-MILLION-TON REFINERY IN COOPERATION WITH LIBYANS 
AND POSSIBLY OTHER OIL PRODUCERS WITH LONG-TERM PRODUCTION SALE 
AGREEMENT WITH WEST GERMANS. LIBYAN FINANCIAL COMMITMENT, HOW- 
EVER, NOT EXPECTED BECOME FIRM BEFORE SEPTEMBER. END SUMMARY 

1. RECENT YUGOSLAV PRESS ARTICLES HAVE CLAIMED SERIOUSNESS 
LIBYAN OFFICIAL INTEREST IN KOPER PROJECT AND EXPRESSED BELIEF 
THAT FORMAL AGREEMENT FOR JOINT VENTURE TO BUILD 8 MILLION-TON 
REFINERY AT COST CIRCA $300 MILLION IMMINENT. POSSIBILITY SUP- 
PLEMENTARY FINANCING FROM ALGERIA, KUWAIT, IRAQ AND IRAN WAS 
ALSO MENTIONED. PRESS ALSO STATES WEST GERMANS HAVE MADE 
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2. TELEPHONE CONVERSATION WITH SERMIN DIRECTOR PETRINIA 
AUGUST 8, HOWEVER, SUGGESTS MATTERS NOT NOW MOVING RAPIDLY. 
PETRINIA STATED, RATHER CRYPTICALLY, THAT SITUATION REMAINS 
ESSENTIALLY ''SAME' 1 AS AT TIME OUR PREVIOUS CONVERSATION MAY 15 
(SEE REF B) EXCEPT THAT REFINERY SIZE NOW DEFINITELY SET FOR 
"MORE COST EFFECTIVE" SIZE OF 8 MILLION TONS. THIS MAJOR CHANGE 
IN SCALE REPORTEDLY REQUIRES REDOING FEASIBILITY STUDY. PETRINJA 
ADDED THAT FORMAL AGREEMENT WITH LIBYANS NOT LIKELY BEFORE 
SEPTEMBER AT WHICH TIME HE WOULD WELCOME FURTHER MEETING WITH US. 
COMMENT. WE HAVE NOTED EMBASSY TRIPOLI'S REMARKS ON LIBYAN 
INVESTMENT IN PETROLEUM RELATED FIELDS (REF C) AND WONDER HOW 
EASY. IT WILL BE TO OBTAIN LIBYAN MONEY FOR KOPER PROJECT. 

END COMMENT. 

3. RE OTHER POINTS RAISED PARA 8 REF (A): A. NO SIGNIFICANT 
NEGATIVE IMPACT ON AMERICAN FIRM'S CHANCES RESULTING FROM 
POSSIBLE WEST GERMAN AND DUTCH PRODUCT INTERESTS AS DISCUSSED 
IN REFTELS APPARENT FROM HERE. A JOINT VENTURE, HOWEVER, COULD 
FAVOR ENGINEERING FIRMS AND SUPPLIERS OF SAME NATIONALITY AS 
FOREIGN INVESTOR. WILL REPORT FURTHER IF ABLE 

DEVELOP ADDITIONAL INFORMATION. B. RE "BUY AMERICA" ISSUE, 

EMBASSY BELGRADE CONCURS THAT NATURE OF EXPORT FINANCING AS 
MUCH AS PRICE AND QUALITY COULD PLAY IMPORTANT ROLE. REGARDING 
MCKEE'S PLANNING, SUGGEST MEPD MAY WISH CONTACT R.K. YOUNG, 

VICE PRESIDENT MCKEE OVERSEAS CORPORATION OR W. BAUMGARTEN, 
MANAGER EUROPEAN TERRITORY WHO HAVE BOTH BEEN INVOLVED DIRECTLY 
WITH KOPER PROJECT. EMBASSY ROME MAY ALSO WISH TO QUERY CTIP 
WHICH, WE UNDERSTAND, OPERATES WITH SOME AUTONOMY FROM 
PARENT FIRM. IMPRESSION GAINED DURING MAY 15 CONVERSATION 
THAT SERMIN HIGHLY SATISFIED WITH EXPERIENCE THUS FAR WITH MCKEE, 
BUT THAT NEITHER RELATIONS NOR PROJECT HAD DEVELOPED SUFFICIENTLY 
TO SPEAK OF "PREDISPOSITION." C. EMBASSY 
AND CONGEN WILL BEAR 

IN MIND PARA 5 REF (A) IN ITS FURTHER DISCUSSIONS RE KOPER 
PROJECT. 

WILSON 
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